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The impact of financial development and trade openness on economic growth in Algeria during
the period 1970-2018
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Abstract: This Paper empirically examines the impact of Financial development and Trade
openness on economic growth in Algeria, for the period1970-2018 The analysis is based on ARDL
Approach, in addition to studying the causal Relationship between financial development, Trade
openness and economic growth. The Empirical results indicate that The ratio of broad money to GDP
and trade openness, which have a positive effect on economic growth in the short and long-run, and
It has also been found that domestic investissement, private credit and oil prices do not enhance
economic growth. Moreover, the results indicate that there is a causal relationship in one direction
that goes from growth to Trade openness and financial development. The error correction rate of
16.92% indicates a slowdown in adjustment towards long-run balance.
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LNM2 LNOC LNCP | LNGCFC | LNPT
LNM2 | 1.000000 | -0.055045 | 0.605856 | 0.577395 | 0.317901
LNOC | -0.055045 | 1.000000 | -0.126000 | 0.474725 | 0.430068
LNCP | 0.605856 | -0.126000 | 1.000000 | 0.451752 | -0.273379

LNGCEC | 0.577395 | 0.474725 | 0.451752 | 1.000000 | 0.180806
LNPT | 0.317901 | 0.430068 | -0.273379 | 0.180806 | 1.000000
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Ll ety gl Shlales cdond) o Mlas 13 1(02) g
R? yaaill albas dad| TOL=1-R? VIF
LNM2 0.773 0.227 4.421449
LNOC 0.623 0.377 2.654514
LNCP 0.638 0.367 2.731824
LNGCEC 0.668 0.332 3.001333
LNPT 0.634 0.366 2.738874
EVIEWSI10 gsby w2 o slazsVU iUl slas] e L giaabl
gl et e lesl 1(03) Jsus
PP 0y ek sl
(1sT DIFFERENCE) Js% &4 (LEVEL) g
A e O3y oldly b Culh 1.& Sy oldly cub Sl
(1) | ***-2.7 **k_6.2 *-6.11 6.834 -0.58 1.645 | LNRPIB
1(1) | ***-5.79 5.7 **+5.74 -1.093 | -1.5284 | -1.432 LNM?2
(1) | **-4.93 | **-4.85 **%_4.88 -0.790 | -2.1172 | -2.121 LNOC
I(1) | **-5.76 | ***-5.66 ***-5.70 -0.680 | -1.5839 | 1.441 LNCP
I(1) | »*-6.86 | ***-6.85 -6.8140 0.3284 | -1.3337 | -1.360 | LNGCFC
1(0) | **-5.92 | **-6.31 -***6.1738 0.7838 | -2.6937 | *-2.68 LNPT
ADF skl g o5yl
(1sT DIFFERENCE) Js¥1 &, (LEVEL) sl
S,A 1. Ogy olfly cub b 1.& Oguy olfly cub b
1(1) 1.58 =59 -5.8%** -4.40 -0.25 1.13 LNRPIB
1(1) ***5.8 =57 -**5.8 -1.07 -1.52 -1.43 LNM,
1(0) | **5.72 ***-5.63 ***_5.67 -0.78 -2.80 -*2.86 LNOC
(1) | **5.72 -**+5.62 **-5.6 0.55 -1.15 -1.1 LNCP
(1) | **-6.86 | ***-5.83 ***-6.81 0.28 -1.33 -1.32 LNGCFC
1(0) | **5.92 ***-6.31 6,17 0.87 2.69 -*2.70 LNPT
il o117 357 9107 dygine (S grms s 8 phiums A KR (KK 4 ng

-393-

LNG

.EVIEWS10 bn oz Je sbaae¥h gL slae] s :)-\-.GM

CFC LNPT

sl 55 Las) 1(04) Jaad

VAR Lag Order Selection Criteria
Endogenous variables: LNRPIB LNM2 LNOC LNCP

Exogenous variables: C
Date: 03/26/20 Time: 13:04

Sample: 1970 2018

Included observations: 45



(399-385=. 1<) «2018-1970 55l Pl jihall b (salaid¥) saill o (glail # a1y Il jolall il

Lag LogL LR FPE AIC sc HQ
0 52.19168 NA 5.17e-09 -2.052964 -1.812075 -1.963163
1 287.6028 397.5832 7.43e-13 -10.91568 -9.229462* -10.28707*
2 334.6941 66.97428* 4.95e-13* -11.40863 -8.277078 -10.24122
3 366.2749 36.49336 7.63e-13 -11.21222 -6.635339 -9.506003
4 417.1621 45.23309 6.57e-13 -11.87387* -5.851664 -9.628853
J9 ARDL 34 :(01) ey
Akaike Information Criteria (top 20 models)
el bbb
-5.49 i } i i } i i i i l Loy
I T T S
A
e R
s mgie el =il 1(05) Jgad
F-STATISTIQUE | &g | 1(0) bdizpi o | 1 (1) bl o)
%10 2.276 3.297
% 05 2.694 3.829
5177 % 01 3.674 5.019
EVIEWS10 oty ol e slazeVU iU slie] e © pbeal
oV alsh B s s 1(06 ) Jsad
il de ) C3 g sla! Skt B <Hlalal O i
0.0012 3.792192 0.308180 1.168678 LM2
0.1550 1.480828 0.488792 0.723817 LOC
0.0000 -5.465757 0.057473 -0.314132 LCP
0.9442 -0.070901 0.186397 -0.013216 | LGFCF
0.1679 1.433718 0.084744 0.121499 LPT
0.0000 24.03456 1.212296 29.13701 C
LNRPIB - (1.1687*LNM2 + 0.7238*LNOC -0.3141*LNCP -
0.0132*LNGCFC + 0.1215*LNPT + 29.1370)
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0.0070 3.021043 0.103804 0.313596 | D(LNPIB(-1))
0.0006 4.120410 0.024956 0.102829 D(LNM2)
0.0139 -2.710238 0.029949 | -0.081169 | D(LNM2(-1))
0.0770 -1.870102 0.028560 | -0.053410 | D(LNM2(-2))
0.0022 3.545630 0.036702 0.130133 D(LNOC)
0.0054 3.140709 0.032563 0.102272 | D(LNOC(-1))
0.9994 0.000783 0.037558 | 2.94E-05 | D(LNOC(-2))
0.0002 4.614984 0.031976 0.147570 | D(LNOC(-3))
0.4819 -0.717276 0.009313 -0.006680 D(LNCP)
0.0102 2.849931 0.008697 0.024787 | D(LNCP(-1))
0.0003 4.415024 0.007943 0.035069 | D(LNCP(-2))
0.1009 -1.724084 0.031766 -0.054767 D(LNGCFC)
0.7996 0.257396 0.029285 0.007538 | D(LNGCFC(-1))
0.0003 ~4.425184 0.029615 | -0.131052 | D(LNGCFC(-2))
0.0185 -2.575143 0.027714 -0.071368 | D(LNGCFC(-3))
0.1300 -1.582783 0.011119 | -0.017599 D(LNPT)
0.0000 -5.227777 0.012349 | -0.064558 | D(LNPT(-1))
0.0200 -2.540318 0.014247 | -0.036191 | D(LNPT(-2))
0.0004 -4.311465 0.012623 | -0.054424 | D(LNPT(-3))
0.0000 -6.905635 0.024516 -0.169298 ECT (-1)*
EVIEWSI0 zsby w2 o slazsVU oy Ul slas] e © el
s S0 Gl LY e gt - (08) Jsud
Breusch-Godfrey Serial Correlation LM Test:
F-statistic 0.417193 Prob. F(2,17) 0.6655
Obs*R-squared 2.105336 Prob. Chi-Square(2) 0.3490
EVIEWSI10 b ol e slazeVb iUl slas] oo skl
o) el w3 1(09) gk
Heteroskedasticity Test: Breusch-Pagan-Godfrey
F-statistic 0.544224 Prob. F(25,19) 0.9230
Obs*R-squared 18.77751 Prob. Chi-Square(25) 0.8077
Scaled explained SS 4.494281 Prob. Chi-Square(25) 1.0000
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10
Series: Residuals
] Sample 1974 2018
8- Observations 45
Mean -1.26e-14
69 Median -0.000629
Maximum 0.018258
4 Minimum -0.024308
7 Std. Dev. 0.008567
Skewness -0.385223
2 Kurtosis 3.685398
Jarque-Bera  1.993796
ol H L] [ | Probabiity  0.369022

-0.02 0.01 0.00

———t
0.01

0.02

EVIEWSI0 zsby w2 o slazsVl oy Ul slas] e L el

ool 2o L) 3151(10) Jyad
Ramsey RESET Test

Value df Probability
t-statistic 0.618484 18 0.5440
F-statistic 0.382522 (1, 18) 0.5440

1.

O.

O.

O.

-0.

10 | [

-15

EVIEWSI0 zsby ol o slazsVl cpim Ul slas] e © el

(GUSUM) sl o513 g5a21 1 (03) (S

‘ cusum ____C 596 Significance ‘

EVIEWSI10 gzt oz o slazeVU cpim Ul sl e £ il

T T T T T T T T T T T T T T T T T T
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

(GUSUM OF SQUARES) sl clasl 5 ¢5021 1(04) (2

2 _|
8 _|
a _|
o
4 T T T T T T T T T T T T T T T T T T
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
[ —— ©USUM of Squares ————- 59 Significance
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b= 1393 ) Ollas| w1(11) e

dng Wt Sl !
LNPT LNCP | LNGCFC LNOC LNM2 | LNRPIB zal) o gl
2.47 ***10.97 0.14 **6.52 **6.65 LNRPIB
(0.28) (0.004) (0.15) (0.038) (0.03)
0.47 *5.46 1.44 0.82 1.71 LNM2
(0.79) (0.06) (0.48) (0.66) (0.42)
4.32 4.21 0.95 - 2.59 0.83 LNOC
(0.11) (0.12) (0.62) (0.27) (0.65)
0.01 0.29 - 4.04 **6.40 0.22 LNGCFC
(0.99) (0.86) (0.13) (0.04) (0.89)
4.3 - 2.19 0.63 **%20.82 *4.71 LNCP
(0.11) (0.33) (0.72) (0.000) (0.094)
- 0.07 0.45 1.59 0.6 1.81 LNPT
(0.96) (0.79) (0.45) (0.74) (0.4)
3 e 901 %5 9010 agialt syt PFIF K X2 G s iy Sl Y1 8 e e O B35l o)
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